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EDITORIAL
In the November issue of The Journal
Accountancy, we made editorial
comment upon department circular No.
2301, defining the laws and regulations
governing the recognition of attorneys and agents in their practice
before the treasury department. We incidentally referred to the
pleasure it gave to be able to record the recognition accorded the
code of ethics adopted by the American Institute of Accountants
in that the circular specifically refers to the Institute’s rules of
professional conduct as governing practice before the treasury
department.
Certainly it never occurred to us at the time that a member of
the Institute should be among the first to object to the efforts of
the department to enforce the provisions of these regulations.
Among the proscribed designations, sometimes appearing on
the letterheads or cards of persons practising before the depart
ment, is that of “federal tax consultant” and a request to
discontinue the use of this title on the stationery of a member of
the Institute led to strenuous objection. Protest was made not
only to the chairman of the committee on enrollment and disbar
ment, but also an appeal was made to several senators and
representatives in an effort to procure a withdrawal of the request
and a revision of the rules and regulations so as to remove the
inhibition against the use of this and similar phrases in describing
one’s qualifications to serve clients. Emphasis was laid upon the
expense involved in discarding old and obtaining new stationery
which omitted the proscribed phrase.
Perhaps there are a few other members of the Institute whose
stationery is objectionable in the employment of the same or
similar titles and it may involve a little hardship to discontinue
the use of existing stationery in individual cases. However, The
Journal believes that the loss incident to changing the style of a
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letterhead is a loss to be cheerfully borne in view of the larger
question involved in the efforts of the department to require
higher professional and ethical standards as a prerequisite to
practise before it.
Every member who knows something about the distressing
problems which confront the department in its attempt to regu
late income-tax practice will surely consider the reprinting of
even a large supply of stationery a small matter compared to a
sincere attempt to enforce the higher ethical standards prescribed
in circular 2301. May we express the hope that the department
will be equally as zealous in attempting to enforce the spirit of
its regulations as it appears to be in enforcing their literal
provisions.

We have heard of public accountants who
accepted compensation for having directed
their clients to purveyors of stationery
or sellers of other articles useful to or
usable by their aforesaid clients. The practice must have had
some vogue in former times. This we infer from having seen
ancient files of circularizing documents soliciting business from
public accountants and offering alluring inducements to recom
mend wares to their clients. Unless there had been some market
for this kind of propaganda, the expense for printer’s ink and
postage probably would not have been incurred.
We seem to be threatened with a revival of this stale, objec
tionable and discarded practice. Several circulars have been
received by members of the Institute from at least two different
stationery and printing concerns which the recipients forwarded
to the Institute.
The following is quoted from a letter written by the chairman
of the committee on professional ethics to one of these firms
which apparently has not yet learned that the accountant has a
code of ethics which tends to make such offers to exploit his
client rather unpromising of profitable returns:
About Accepting
Commissions

“A member of the American Institute of Accountants has sent to
my committee a circular letter received by him, a copy of which is
enclosed herein. The accountant who was in receipt of this communi
cation suggests that it might ‘be in order for the Institute to formally
advise the writers of the enclosed letter that the proposition referred to
therein is one that no member of the Institute could accept without
rendering himself liable to disbarment by the Institute, with a further
possible liability to action for accepting a secret commission.

36

Editorial
“Rule 4 of the rules of professional conduct is distinctly in point
and reads as follows :
“ ‘No member shall directly or indirectly allow or agree to
allow a commission, brokerage or other participation by the laity
in the fees or profits of his professional work; nor shall he accept
directly or indirectly from the laity any commission, brokerage or
other participation for professional or commercial business turned
over to others as an incident of his services to clients.’
“It is my thought that were you informed in respect of the ethical
principles applicable in this case, you would not desire to address a
circular letter to professional accountants of a tenor similar to the
letter which I am calling to your attention.”

The increasing recognition which has
been given to accounting as an aid to
good management has been one of the
interesting developments of the recent
business era. This should be particularly satisfying to practising
accountants. And perhaps an even more interesting aspect of the
situation is the rapidity with which this recognition has taken
place; there are few accountants in practice today who cannot
remember when, in many businesses at least, the bookkeeping was
considered the worst of necessary nuisances, whereas today the
accounting and statistical work is generally hailed as a most
essential aid to the executive.
Probably the expansion of capital more than anything else has
been responsible for this development. There was a time when
capital and managerial talent were combined in a single working
individual; as capital expanded, however, it had to become moreand more subordinated to managerial ability. And managerial
ability must be largely dependent upon an intimate and first-hand
knowledge of the thing to be managed. Only by means of such
facts as the accounting records show may the trends of a business
be known, and this knowledge is fundamental for the wise deter
mination of business policy. The well-organized accounting and
statistical department has already demonstrated its value and its
right to exist within the modern business organization.
Accounting and
Good Management

In this lies a great opportunity for the
public accountant. For the man with
proper training, with imagination and
business prospective, and with broad and varied business experience
there would appear to be no limit to the service which may be
rendered to business in general, and to the accountant’s own
The Opportunity
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clients in particular. A greater economic and social service
probably could not be given. It would extend throughout the
length and breadth of the land. It would influence every business,
whether large or small. It would affect every home, for as
business itself is well-organized, efficient and prosperous, to this
extent will working and living conditions be generally improved.
A real service would likewise be rendered to investors. For
do not most investors, believe, when they put their money into a
concern, that they are buying property? And is it not true, in
the majority of instances at least, that they are not buying
property at all but are merely investing in management? Today
in our complex system of business organization, management in
business enterprise is undoubtedly the major half. And if
accountants, and public accountants in particular, by their board
training and experience and by their continued observation of
business in operation, will improve everywhere accounting
methods, and thereby the management element in business, the
service rendered will be immeasurable.

One interesting illustration of this close
relationship between good accounting and
good management would seem to exist in
the case of president A. R. Erskine of
the Studebaker Corporation. In a recent issue of the Boston
News Bureau it was stated that there are two things that charac
terize the management of president Erskine: first, “he is a
certified public accountant receiving his charter from the state
of Connecticut in 1908,” and, secondly, “his whole business life
has been identified with corporation management, organization
and accounting. He can talk to figures and figures can talk to
him. But he works in no narrow vein and can lift his eyes from
details in figures to search for principles and their application in
the practical field.”
In this last statement probably lies the essence of president
Erskine’s success. And therein lies success for any business
manager or professional accountant who is to assist in the
improvement of business management—he must understand
figures and figures must speak a business language to him, but,
even more important, he must be able to lift himself above the
details of figures “to search for principles and their application
in the practical field.”
38
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This serves to emphasize the broad and
fundamental training which the public
accountant should possess. It is taken
for granted that he will be thoroughly
familiar with the various phases of accountancy, but this is not
sufficient. The practitioner who knows only the technique of
accounting may render much splendid service, and may entirely
justify his economic existence; he cannot, however, rise to the
highest place in his profession nor render the service which an
otherwise broader training and experience would enable him to
give. A thorough training in the fundamentals of economics, an
understanding of the problems of business organization and
management, a knowledge of the advantages and disadvantages
of the various wage-systems and methods of cost finding and
familiarity with all similar problems, should likewise be his.
Perhaps most important of all he should have a working knowledge
of the English language—for what does it profit an accountant to
do a fine piece of work if he possess not the ability to make
known those results to another, particularly when that other is
his client?
In this respect it is not without interest to observe the progress
which has been made in accountancy education. During the last
twenty to twenty-five years courses in accounting and schools of
business administration have been developed in practically all
leading universities, and in many of the smaller colleges of the
United States. Many thousand students are enrolled each year
in accounting courses in these schools, though probably a large
majority of these students have neither the qualifications nor the
desire to make accounting, either in private business or in public
practice, their life work. Accounting has become recognized as
a basic course in any curriculum which has as its goal the training
of young men or women to enter business; it is a fundamental
business tool, without which no one is best prepared for a
business career.
That these accounting courses are not without flaws is to be
taken for granted; likewise it must be understood that it is not
necessary, in order to enter the accounting profession, to have
studied accounting in one of these schools. It must also be
recognized by accounting graduates how unfitted they are, upon
graduation, for actual accounting practice; such men must submit

The Accountant’s
Training
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to the drudgery of the beginning assistant, just as must the man
entering the profession in some other way. Experience is neces
sary for every man, regardless of his previous training. It is
generally recognized, however, other things being equal, that the
more of such training a man may possess the more rapidly will
he develop and the better accountant he will eventually become.
It is this latter truth which schools should endeavor to impress
upon accounting graduates, for therein lies the value of such
training. And many schools, we are certain, do this very thing;
for upon graduation students are worth scarcely anything to
business—any salary they receive in the beginning is merely an
investment in the potential value of their services in the future.
This may seem ultra-conservative, but it is true that no beginner
is of real value to a business until he has become somewhat
familiar with the work and technique of that organization.
This truth is without doubt fully recog
nized by leading accounting instructors.
Seven years ago, in December, 1916,
there was formed, in conjunction with
the annual convention of the American Economic Association in
Columbus, Ohio, the American Association of University Instruc
tors in Accounting. From a few dozen members this association
has grown to several hundred members, practically all of whom
are actively engaged in the teaching of accounting. One of the
major activities of the organization has been to study how the
accounting courses in various educational institutions might be
developed to best prepare and train students for the work of
the professional accountant. Many of these instructors were
already members or associates of the American Institute of
Accountants, and, in addition, the opinions and advice of leading
practitioners continually have been sought. During the past two
or three years a special committee of the association on the
qualifications of the junior accountant has continued this study,
and has attempted to determine so far as possible what the practi
tioner expects or requires of a junior. Special committees of
some leading state societies likewise have attempted to get definite
information from fellow-members on this subject.
At this point the public practitioner has a definite responsi
bility. If the public accountant is to hold the accounting schools
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responsible for the product turned out, then it would seem that
the least that may be asked for of the public practitioner is that
he acquaint the schools with what is expected of the beginning
assistant. Yet when a carefully prepared questionnaire was
prepared by the special committee of the Instructors’ Association
only twelve replies were received, this representing less than
two-fifths of the requests sent out. Recently in case of a special
committee of a leading state society the replies received approxi
mated only two per cent. of the requests for information mailed
out. It cannot be that public accountants are not interested in a
problem so fundamental to the accounting profession, and
undoubtedly service of great value could be rendered both to
practising accountants and to schools in which accounting instruc
tion is given through a closer cooperation of the public practitioner
and the university instructor in accounting. Every move in
this direction should be especially welcomed by the practising
accountant.
The question of cooperation between the
state boards of accountancy is always of
interest to everyone who really has the
welfare of the profession at heart. As
stated some months ago in these columns,
the most noteworthy accomplishment of this kind has been
the widespread use of the examinations prepared by the American
Institute of Accountants. In those states where these examina
tions have been used it becomes fairly simple to give full
recognition to the examinees of other states, provided other
requirements for the C. P. A. certificate have been met. In those
states where, for one reason or another, it has been felt continually
that the uniform examination could not be used, reciprocity is
perhaps somewhat more difficult, for full and complete reciprocity
means a full recognition by each state of the equal merits of the
other states.
At the 1922 annual meeting of the American Institute of
Accountants in Chicago, there was held, September 18, 1922, a
meeting of members of state boards of accountancy and of the
board of examiners of the American Institute of Accountants.
At this time a sub-committee was appointed to consider the
question of reciprocity under the various state C. P. A. laws.

Reciprocity between
State Boards of
Accountancy
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At a similar meeting of members of state boards of accountancy
and of the board of examiners of the American Institute of
Accountants held at Washington, D. C., September 17, 1923, this
sub-committee presented a report which was referred to the
council of the American Institute of Accountants with a recom
mendation that the report be printed and distributed to the members
of the Institute and to members of all state boards throughout the
country.

The text of the report is as follows:
“A questionnaire containing twenty-three questions calling for
information on the points usually considered in negotiations relating to
reciprocity was sent to all state boards. Responses containing specific
information on these points were received from thirty-one states, viz.:
Alabama, Arizona, California, Colorado, Delaware, Florida, Georgia,
Idaho, Illinois, Indiana, Iowa, Kansas, Louisiana, Maine, Michigan,
Minnesota, Missouri, Montana, Nebraska, New Hampshire, New York,
North Dakota, Ohio, Oregon, Pennsylvania, Rhode Island, South Caro
lina, South Dakota, Utah, Washington and Wisconsin.
“A summary of the answers received, which are deemed to be the
most pertinent for consideration at this time, is presented below, viz.:
“In twenty-five of the aforesaid stales provisions are made in the
laws for reciprocity, and in six states there are no such provisions;
reciprocity certificates are reported as having been issued in nineteen
states.
“In twenty-four states there are no obstacles and the boards favor
extension of reciprocity to certified public accountants of other states
using the Institute examinations and of other states whose standards
are satisfactory. In one state the board is opposed to such extension
with other states using the Institute examinations. In four states there
are at present legal obstacles in the way of extending reciprocity, but
the boards in three of these states favor the extension of reciprocity,
providing the obstacles can be overcome. Two did not answer the
question.
“In four states the boards are using two different kinds of certi
ficates—one for conferring the degree as result of examination and
the other for reciprocity or registration. In six other states the boards
favor the use of separate certificates for reciprocity. Four boards see
no reason for distinction. The balance are noncommittal on this
question or state that the law does not provide for the use of separate
certificates.
“In the light of the information obtained on the subject your
committee believes that reciprocal agreements between states can and
should be more extensively entered into, and that where legal obstacles
now exist the local boards and practising accountants should be urged
to use their best efforts to have them overcome.
“Your committee commends for consideration by the various state
boards the general plan adopted by one state and which is indicated
in the following form of resolution, viz.:
“ ‘WHEREAS, it is desirable that qualified certified public account
ants of other states, residing or doing business in (local state) be
under the jurisdiction of the (local) state board of accountancy, and
“ ‘WHEREAS, the (local) state board of accountancy has satisfied
itself that the standards and requirements for a certificate to practise
as a certified public accountant in the states of (list of approved states)
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are substantially equivalent to those established by the laws of (local
state) and the regulations of the (local) state board of accountancy.
‘“NOW THEREFORE BE IT RESOLVED, that the (local)
state board of accountancy will issue a certificate to practise as a certified
public accountant in (local state) to the holder of a valid and unrevoked
original certificate to practise as a certified public accountant in any
of the states above mentioned upon the same terms and conditions
under which the state that issued the original certificate to the appli
cant will grant a like certificate to practise as a certified public
accountant to the holder of a valid and unrevoked certificate issued by
the (local) state board of accountancy, upon presentation to the
(local) state board of accountancy of an application in the form
prescribed by said board together with the statutory fee of $.................
and the original certificate or its equivalent, subject to the approval
of such application by the board of accountancy of the state where
such original certificate was issued; provided, however, that in the
event that the requirements of the state issuing the original certificate
in respect to education, experience and residence do not coincide with
the requirements of (local state) the applicant will be required to meet
the requirements of the laws and regulations of the latter; and pro
vided further that the (local) state board of accountancy may in its
discretion decline to grant a reciprocity certificate to an applicant if
the evidence presented is, in the opinion of the board, sufficiently
adverse to warrant such action.’
“Under this plan a large number of states, whose standards are
acceptable, could be approved by most of the boards. Other states
could be added from time to time as occasion might arise. This would
do away with the necessity of conducting extended negotiations between
boards, upon receiving an application from a certified public accountant
of a state with which reciprocal relations had not previously been
established. The delay occasioned by such negotiations often results
in defeating the purpose of reciprocity.
“Your committee further recommends that a committee be main
tained to preserve the information and data now available on this
subject; to conduct further research and in so far as possible to act
as a central agency in advancing reciprocal relations between state
boards.”

This report is as interesting as it is informing. The progress
towards recognition of certificate-holders of other states is most
pleasing, and the time perhaps is not too far distant when states
will recognize the certificates of all other states, where the stand
ards are satisfactory. Such a guarantee of standards probably
can be best assured by the general adoption of a uniform plan of
examination. In any case whatever tends to improve the general
standards of the profession, and to make for uniformity of stand
ards throughout the country, is to be most highly commended.
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